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LIMITED OFFICIAL USE COLOMBO 0942 

NEW DELHI FOR FINATT 

E.O. 11652: N/A 
TAGS: EFIN, CE 

SUBJECT: RUPEE REVALUATION HAS MIXED EFFECTS ON EXPORT PRICES 

REF: COLOMBO 0912 

1 . BEGIN UNCLASSIFIED. IN MARCH 15 COLOMBO TEA AUCTION, 

WHICH WAS FIRST AUCTION SINCE REVALUATION. RUPEE EXPORT 
PRICES FELL APPROXIMATELY 7 PERCENT. TEA TRADE SPOKESMAN 
SAID, HOWEVER, THAT TAKING INTO CONSIDERATION REVALUATION 
AND SOMEWHAT LOWER QUANTITTY, ACTUAL PRICES ROSE 2-3 PERCENT. 
ACCORDING TO PRESS REPORTS, PRICES AT LONDON AUCTIONS ROSE 
SHARPLY. 

2. FIRST RUBBER SALES AFTER REVALUATION REGISTERED 
SHARP DROP IN LOCAL PRICES. PRICES INITIALLY FELL BY AS 
MUCH AS 25 PERCENT, BUT TRADERS SAID THIS REFLECTED 
FAILURE OF GSL TO ADJUST SLIDING EXPORT DUTY AS MUCH AS 
REVALUATION. WHEN EXPECTED DUTY REDUCTIONS ARE MADE, 
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TRADERS ANTICIPATE EXPORT PRICES WILL SETTLE AROUND 
1 1-12 PERCENT BELOW PRE-REVALUATION LEVELS. 

3. EXPORT PRICES FOR DESICCATED COCONUT DROPPED 
APPROXIMATELY 18 PERCENT, WHILE COCONUT OIL PRICES 
FELL ABOUT 10 PERCENT. PRICES FOR WHOLE COCONUTS 
FOR INDUSTRIAL USE DECLINED ALMOST 12 PERCENT. SPICE 
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PRICES FELL 16-18 PERCENT, AND COFFEE (SRI LANKA IS 
A SMALL EXPORTER) WAS DOWN 16 PERCENT. 

4. ACCORDING TO PRESS REPORTS, TRADE CHAMBERS RE- 
PRESENTING TEA.RUBBER, AND OTHER EXPORTERS ARE GATHER- 
ING DATA FOR AN APPEAL TO GSL FOR RELIEF FROM EFFECTS 
OF REVALUATION. REVALUATION CAUGHT EVERYONE BY 
SURPRISE AND FEW IF ANY EXPORTERS HAVE ANY FORWARD 
CONTRACTS TO CUSHION IMPACT.SMALL EXPORTERS 

OF NON-TRADITIONAL PRODUCTS (I.E., OTHER THAN TEA, 

RUBBER, AND COCONUTS) ARE PARTICULARLY HARD HIT. 
IMPORTERS ARE ALSO PETITIONING GSL TO APPLY NEW EXCHANGE 
RATES TO ORDERS ALREADY PLACED ABORAD BUT NOT YET DE- 
LIVERED. IMPORTERS POINT OUT THAT THAT THIS WOULD 
ACCELERATE PROCESS OF PASSING ON LOWER IMPORT COSTS 
TO CONSUMERS. END UNCLASSIFIED. 

5. BEGIN LIMITED OFFICIAL USE. COMMENT: BECAUSE OF 
SRI LANKA’S POSITION AS A MAJOR SUPPLIER TO WORLD TEA 
MARKET, REVALUATION MAY RESULT IN SIGNIFICANTLY 
HIGHER WORLD PRICES. TO EXTENT THIS OCCURS, SHORT-RUN 
IMPACT ON LOCAL PRODUCERS WILL BE MINIMIZED. IN 
LONGER RUN, HOWEVER, HIGHER WORLD PRICES SHOULD 
STIMULATE INCREASED PRODUCTION IN COMPETING COUNTRIES 
AND EASE WORLD DEMAND. PROSPECTS FOR GREATER OUTPUT 
IN SRI LANKA LIMITED BY LAND AVAILABILITY, DIFFICULTIES 
ARISING FROM 1975 NATIONALIZATION OF ESTATES, AND OTHER 
PROBLEMS. SRI LANKA'S PRODUCTION AND SHARE OF WORLD 
MARKET HAVE DECLINED STEADILY OVER PAST TEN YEARS. 
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PROSPECTS FOR LOCAL TEA INDUSTRY AFTER REVALUATION 
EVEN WORSE THEN BEFORE. END LIMITED OFFICIAL USE. 
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